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IBRD Borrowing in Germany 


The International Bank for Reconstruction and 
Development has arranged to borrow a total of $55 mil- 
lion from the Deutsche Bundesbank. Of this sum, 
$25 million will replace the $25 million maturity due 
June 20, 1960 on a previous loan by the Bundesbank 
to the World Bank, and $30 million will replace a 
similar loan maturing on July 11, 1960. 

As evidence of its indebtedness to the Bundesbank, 
the World Bank will issue $25 million of 24-year 
4 per cent notes dated June 20, 1960 and maturing 


December 20, 1962, and $30 million of 3-year 4 per 
cent notes dated July 11, 1960 and maturing July 11, 
1963. The new notes will be denominated in U.S. dol- 
lars, as are the notes they are replacing. 

Net borrowings by the World Bank in Germany are 
now the equivalent of $440 million. 
International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., June 20, 1960. 


Source: 


IBRD Loans 


Loan to the Sudan 


The World Bank on June 17 made a loan equivalent 
to US$15.5 million to the Republic of the Sudan to 
help finance completion of the Managil Irrigation 
Scheme. When the Scheme is completed in 1962, it 
will comprise some 830,000 acres of irrigated land, 
settled by about 50,000 farmers and their families, in 
the region between the Blue and White Nile Rivers. 
The production of cotton, grain, and other crops on 
the newly irrigated lands is expected to result in a 
10 per cent annual increase in the value of the Sudan’s 
total agricultural output. 


The Chase Manhattan Bank, Irving Trust Company, 
and Bank of America are participating in the loan, 
without the World Bank’s guarantee, for a total 
amount of $700,000, representing the first two maturi- 
ties and part of the third which fall due between 
June 1, 1963 and June 1, 1964. 

The Managil Scheme is an extension of the Gezira 
Scheme and is patterned on it. Since 1957, when work 
began on the Managil Scheme, the Government of the 
Sudan has financed, from its own resources, the devel- 
opment of some 585,000 acres. The Bank loan will be 
used to finance part of the cost of the work in the 
remaining acres of the Scheme. 

The Managil Irrigation Scheme is being executed by 
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the Ministry of Irrigation and Hydroelectric Power and 
by the Gezira Board. It is expected that the remaining 
part of the Scheme will be completed and in full oper- 
ation by the end of 1962. The total cost of the works 
carried out over the period 1959-62 is estimated to be 
the equivalent of $49 million, of which the Bank loan 
will cover most of the foreign exchange costs. The loan 
is for a term of 20 years and bears interest at 6 per cent 
per annum including the 1 per cent commission which 
is allocated to the Bank’s Special Reserve. Amortization 
will begin in June 1963. 


This is the second loan the Bank has made to the 
Sudan. In July 1958, a loan of $39 million was made 
for the development of the Sudan Railways. 


Loan to Peru 


The World Bank announced on June 18 a loan 
equivalent to $5 million to the Banco de Fomento 
Agropecuario del Peru for the continuation of the 
program of investment for the development of agri- 
culture. The proceeds of the loan will be used for the 
importation of livestock, farm machinery, fencing 
materials, and equipment for land improvement, irri- 
gation, and processing plants. 

Bank of America, N.T. & S.A., The Hanover Bank, 
The Bank of New York, Girard Trust Corn Exchange 
Bank, and Grace National Bank of New York are 
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participating in the loan, without the World Bank’s 
guarantee, for a total amount of $1,206,000, repre- 
senting the first three maturities which fall due between 
February 1, 1963 and February 1, 1964. 

The Banco Agropecuario is an autonomous credit 
institution of the Peruvian Government and is Peru’s 
only source of medium-term and long-term credit for 
agricultural development. Its lending program has con- 
tributed significantly to the development of Peruvian 
agriculture in the production of crops and livestock for 
domestic consumption and of a variety of export crops. 
The World Bank loan will provide the foreign exchange 
needed for the program during the next 3 years; the 
total cost, including local currency requirements, is 
estimated at the equivalent of $17.2 million. 

This is the third loan of $5 million that the World 
Bank has made to the Banco Agropecuario. The two 
earlier loans provided the foreign exchange component 
of credits amounting to the equivalent of $25.7 million 
which the Banco has extended since 1954. Most of the 
investment has been made for the production of cotton, 
sugar, and milk in the Pacific coastal area, and for 
plantation crops, such as coffee, cocoa, tea, rubber, 
and bananas, in the highlands of the Andes and in the 
Amazon region east of the Andes. During the 3- 
year period 1955-58, the value of cotton exports rose 
from an annual average of $72 million to $76 million, 
sugar from $34 million to $39 million, and coffee from 
$5 million to $12 million. Increased production during 
that period resulted in a decrease of imports of milk 
products from 74,500 tons in 1956 to 47,300 tons 
in 1958, and a decline of nearly two thirds in net 
imports of tea. 

The loan is for a term of 8 years and bears interest 
of 6 per cent per annum including the 1 per cent 
commission which is allocated to the World Bank’s 
Special Reserve. Amortization will begin in Febru- 
ary 1963. The loan is guaranteed by the Government 
of Peru. 

Loans by the World Bank to Peru now total 
$52.5 million. They have been for the modernization 
of Peru’s main port, Callao, the Quiroz-Piura irrigation 
project, agricultural development, highway maintenance, 
a cement plant, and the credit program of the Banco 
Agropecuario. 

Loan to Nicaragua 

On June 22, the World Bank made a loan equiva- 

lent to $12.5 million for the expansion of electric 


power supplies in Nicaragua. The loan was made to 
the Empresa Nacional de Luz y Fuerza, an autonomous 


entity of the Government, which owns and operates 
the only transmission system in Nicaragua and serves 
nearly 70 per cent of the urban population. The com- 
pany itself distributes power at retail in Managua and 
sells it at wholesale to municipal and private power 
companies for distribution in other towns. The loan 
will help to finance the construction of the Rio Tuma 
hydroelectric power project, which includes a 50,000- 
kilowatt power plant and a 75-mile transmission line 
to bring power to Managua and to smaller towns 
en route. The new power project will more than 
double the capacity of the power network serving 
Managua and the main towns of Nicaragua. 

The loan is for a term of 25 years and bears interest 
of 6 per cent per annum including the 1 per cent 
commission which is allocated to the Bank’s Special 
Reserve. Amortization will begin in October 1965. The 
loan is guaranteed by the Republic of Nicaragua. Grace 
National Bank of New York and Girard Trust Corn 
Exchange Bank are participating in the loan, without 
the World Bank’s guarantee, each taking part of the 
first maturity which falls due in October 1965. 

The total cost of the Rio Tuma power project is 
estimated at the equivalent of $20.8 million. The Bank 
loan will cover most of the foreiyn exchange require- 
ments; the remaining costs will be met partly by 
Empresa from retained earnings and partly by the 
Government from its own funds and from a loan 
equivalent to $2.5 million recently authorized by the 
U.S. Development Loan Fund. 

This is the fifth loan made by the Bank for the 
improvement and expansion of Nicaragua’s power sys- 
tem. The earlier loans totaled $9,550,000; the first loan 
was made in 1953 for the addition of a 3,000-kilowatt 
diesel unit to an existing power station in Managua, 
pending the construction of Empresa’s 30,000-kilowatt 
steam plant, which two further loans helped to finance. 
Another loan helped to finance the construction of 
transmission lines to extend distribution of Empresa’s 
power north and south to 14 other towns in Nicaragua, 
and to improve the distribution systems in Managua 
and these towns. 

In addition to loans for financing the expansion of 
electric power facilities, the Bank has granted loans to 
Nicaragua for the development of agriculture, port 
facilities, and highways. With the inclusion of the 
new loan, the total number granted is 11, totaling 
$35.5 million. 

Sources: International Bank for Reconstruction and 
Development, Press Releases, Washington, 
D.C., June 17, 18, and 22, 1960. 
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Europe 


U.K.-U.S. Arbitrage 


The U.K. Treasury bill rate is now considerably 
higher than the U.S. bill rate and, even after allowance 
for the cost of covering the currency risk in the forward 
exchange market, the margin remains quite appreciable. 
This is, however, not the only comparison that may 
be made between rates in the two centers. Over the 
past 15 months or so, an international market in “Euro- 
dollars” has grown up in London. These are dollars 
which are owned primarily by continental residents 
and are taken on deposit by banks in London. The 
current rates for “Euro-dollars” are 31%, per cent at 
call and 4% per cent for 3 months, which compare 
with the statutory ceilings imposed by the Federal 
Reserve of 1 per cent on foreign deposits up to 30 days 
and 2% per cent on foreign deposits up to 3 months. 
Dollar deposits in London are either reloaned to 
continental European borrowers or converted into 
sterling and loaned at profitable rates to local authori- 
ties or to hire-purchase finance companies. The size of 
dollar deposits in London is not easy to ascertain, but 
it has been estimated at anything up to $500 million. 
Source: The Times, London, England, June 15, 1960. 


U.K. Trade 


In spite of an increase in exports in May to a new 
high, the U.K. trade deficit rose further. Exports were 
valued at £317.5 million, £10 million more than 
in April, but imports rose by nearly £17 million, to 
£390.4 million. As re-exports were about the same 
as in April, the trade deficit rose to £61.1 million, from 
£54.7 million in April. On a seasonally adjusted basis, 
however, exports in May were little changed, and the 
value of exports in the three months March-May was 
1 per cent less than in the three previous months. On 
the same comparison, imports were 1 per cent greater 
in the March-May period. The import figure for May 
includes payment for a sizable proportion of BOAC’s 
fleet of Boeing 707 jet aircraft. 

Source: The Times, London, England, June 17, 1960. 


Industrial Outlook in the United Kingdom 

The latest survey conducted by the Federation of 
British Industries shows that the British economy is 
closely approaching the point of maximum ouput. Over 
half of the companies replying to the Federation’s 
questions stated that they might run into difficulties in 
increasing production over the next few months for 
several reasons: shortages of labor—both skilled and 
unskilled; fixed plant is already almost fully utilized; or 
supplies are becoming difficult to obtain. The rate of 
increase in production is therefore expected to slow 
down; at the same time, demand is strong. 
Source: The Times, London, England, June 10, 1960. 


Fiscal Reform in France 


A bill providing for substantial changes in France’s 
system of turnover taxes has recently been submitted 
to the National Assembly. The bill constitutes a further 
step in the direction of fiscal reform following the 
simplification and unification of income taxes and 
reduction in inheritance taxes voted by the Assembly 
in late 1959, 

In June 1954, a general tax on “value added” 
(T.V.A.) had been introduced to replace the various 
production and transaction taxes at various levels. 
However, at the retail level there remained the “local 
tax,” the proceeds of which accrue to municipalities. 
The collection of this tax from retail shops and artisans 
was not only cumbersome, but also gave rise to con- 
siderable tax fraud. 

The present bill would abolish this local tax, which 
at present amounts to 2% per cent of the retail value. 
The loss in revenue would be made good by increases 
in the rate of the “value added” tax. At the same time, 
the existing tax on services (with rates between 82 per 
cent and 12 per cent) would be incorporated in the 
T.V.A., and a percentage of the total receipts from 
the tax on “value added” would flow into a special 
fund in the Treasury from which local authorities 
would be financed. Finally, the new bill provides for 
certain changes in the application and collection pro- 
cedures of the tax on “value added.” 

Altogether, some 1 million small enterprises will be 
freed from all concern with turnover taxes. The T.V.A. 
will henceforth be collected from some 700,000 enter- 
prises instead of 300,000, as formerly; but for most 
of the new enterprises from which it is collected, there 
will be a greatly simplified procedure. The old and new 
rates of the tax on “value added” and the parts flowing 
into the general treasury and into the special fund for 
local authorities are shown in the following table. 


Old and New Rates on “Value Added” 
(In per cent of value added) 


New Rates 


To general To special 
Old Rates Total treasury fund 

Normal rate 20 22.5 19.65 2.85 

On luxury goods 25 27 24.15 2.85 


On certain other goods, 

and henceforth also 

on services 10 10 7.15 2.85 
On certain foodstuffs 6 6 3.15 2.85 


It is expected that the tax reforms contained in the 
new bill will entail certain price changes, both upward 
and downward, but that these will generally be small 
and tend to compensate one another. 

Sources: Le Monde, Paris, France, June 3, 1960; 
Neue Ziircher Zeitung, Ziirich, Switzerland, 
June 12, 1960. 
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Government Borrowing in Sweden 

It was announced early in June that in the period 
June 13-21 the Swedish National Debt Office would 
offer treasury bills and short-term government bonds 
to business firms and other sectors of the economy. 
The treasury bills, to be sold at a discount of 4% per 
cent, giving an effective yield of 4.92-4.97 per cent, 
will mature in March, April, and May 1961. The gov- 
ernment bonds will be for 1 year and 10 months, will 
be issued at par, and will carry an interest rate of 
5% per cent. 

This is the first time that treasury bills have been 
offered outside the banking sector and is a first attempt 
to establish a wider market for short-term government 
paper. In banking circles it is believed that a fairly 
large amount of the bonds will be taken up by various 
branches of industry, but that the treasury bills will 
prove less attractive. 

The National Debt Office announced that by these 
means the Government wishes to give an opportunity 
to firms and others to set funds aside, on favorable 
terms, for the tax payments falling due during March- 
May 1961 and in April 1962. The Minister of Finance 
has pointed out that by absorbing liquid funds the 
new issues will fit in with the other government meas- 
ures designed to dampen economic activity during 
the summer months. 

Giving the background for the new issues, the 
Director of the National Debt Office stated that during 
the first 11 months of the current fiscal year govern- 
ment expenditure exceeded revenue by nearly SKr 1 bil- 
lion, and that a further deficit of SKr 600-700 million 
was expected in June. The Government’s borrowing 
requirements will therefore be about SKr 1,600- 
1,700 million, or about SKr 300 million less than 
previously estimated. 

Svenska Dagbladet, 
June 10, 1960. 


Finnish-U.S.5.R. Trade 


The U.S.S.R. has ordered 11 dry cargo vessels from 


Source: Stockholm, Sweden, 


Finland, within the framework of the five-year agree- 
ment between the two countries (see this News Survey, 
Vol. XII, p. 144). Of the vessels, 9 will have a ton- 
nage of 12,200 tons each and 2 a tonnage of 8,500 tons 
This new contract follows an earlier contract which 
called for the construction of 15 tankers for the U.S.S.R. 


Contracts have been agreed for delivery of a wood- 
pulp plant with a capacity of 100,000 tons annually; 
the woodpulp will be used as raw material for the pro- 
duction of tire cord. Finland will also deliver a card- 
board plant with an annual capacity of 280,000 tons. 
Additional negotiations concerning the delivery of 
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Finnish woodpulp and paper machinery are now being 

conducted in Moscow. 

Sources: Hufvudstadsbladet, Helsinki, Finland, May 29 
and June 9, 1960. 


Finland's Export Prices for Paper 

The Central Association of Finnish Woodworking 
Industries has reported that Finnish exporters of card- 
board and paper have had to reduce prices to custom- 
ers in the countries in the European Free Trade Asso- 
ciation (EFTA) in order to maintain their competitive- 
ness and to prevent the customers from switching their 
purchases to the Scandinavian members of EFTA. 

It also reports that, if no positive solution is found 
for Finland’s relationship with EFTA, the customs 
duties in the EFTA countries on goods from Finland 
will, from July 1, be higher than the duties on similar 
commodities from Sweden and Norway. 
Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 

way, June 13, 1960. 


Bridge Construction Project in Portugal 

A contract for the construction of a bridge over the 
Tagus River was let by the Portuguese Government 
in May to a group of construction firms headed by the 
United States Steel Corporation. The bridge will link 
Lisbon with Almada on the southern bank of the Tagus 
estuary. Its total length will be 3 kilometers and the 
central span will be 1 kilometer long, making this the 
longest bridge in Europe and the fifth longest in the 
world. The construction will take 42 years. At first, 
the bridge will be for road traffic only, but provision 
will be made for adding railroad tracks later. 

The project will cost Esc 1,764 million (US$61.7 mil- 
lion) and will be financed with loans from the Export- 
Import Bank of Washington and a French banking 
group. The funds for repayment of these loans will 
be provided by bridge tolls. 

Source: Jornal do Comercio, Lisbon, Portugal, May 28, 
1960. 


Economic Developments in Germany 

In the past few months, certain tendencies toward a 
relaxation of the strains in the German economy, mainly 
through an expansion of manufacturing production 
and of building activity, had been evident. Moreover, 
the building up of inventories had slowed down. How- 
ever, in recent weeks the pressures on the economy 
have increased again, and the gap between the expand- 
ing demand for fixed investment and the limited possi- 
bility of increasing the supply has widened further. 
Orders being placed with the most important capital 
goods industries exceed, more than ever, the possibili- 
ties of delivery. At the same time that construction by 
trade and industry has expanded, public building, in- 
cluding housing, has been increased. It is therefore 
expected that the pressures in the building sector at 
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the peak of the building season will be even more 
pronounced than last year. A further factor adding to 
the pressures is that the external demand for German 
goods has increased in almost the same degree as 
formerly. 

The extensive demand on domestic production capaci- 
ties is reflected most visibly in a further strain on the 
labor market. By the end of April, the number of 
unemployed was already about the same as the 1959 
seasonal low reached last September, and the number 
of unfilled vacancies registered at labor exchanges was 
2% times the number unemployed. As a result, the 
competition for the extremely scarce labor has grown 
keener, and employers are more ready to pay wages 
in excess of those fixed in the collective wage agree- 
ments. Moreover, in the wage agreements recently 
concluded, wages and salaries are increased on the 
average by about 7 per cent, whereas the contracts 
concluded last year called for an average increase of 
only 4 per cent. Since only a small part of the higher 
wages is saved, private consumption is increasing, as 
shown by the great growth of retail sales in March 
and April. 

Until recently, the pressures had led to major price 
rises in only certain fields, i.e., the building industry 
and consumer goods industries. For the rest of indus- 
try, the index of producer prices has risen only slightly; 
no doubt the reason for this is that, at the first stage 
of rising prices, discounts are no longer given, but this 
escapes statistical recording. Recently, however, the 
price indices based on list prices in certain industries, 
i.e., mechanical engineering, steel construction, and 
hardware manufacture, have shown marked increases. 
The increase in wages has been used as a reason for 
raising prices. In view of the new wage increases that 
are to become effective in the near future and the accel- 
erated growth of consumption, the danger that the 
over-all price level may rise faster than before has 
become greater. 

These considerations were behind the recent restric- 
tive measures of the Bundesbank (see this News Sur- 
vey, Vol. XII, p. 382), which aim at neutralizing the 
new increase in the banking system’s liquidity apparent 
since the last increase in minimum reserve ratios came 
into force on March 1. The measures taken by the 
Bundesbank follow the policy outlined in its Report 
for 1959, which states that the Bundesbank is deter- 
mined “to make even fuller use of its instruments of 
credit policy, if it should turn out that the increase in 
demands on the national product cannot be kept in 
line with the possibilities of enlarging it, and in par- 
ticular with the possible raising of the total number 
of man-hours worked.” 

Source: Deutsche Bundesbank, Monthly Report, 
Frankfurt am Main, Germany, May 1960. 


Middle East 


Budget Estimates of Iran 

Iran’s budget estimates for the fiscal year 1960-61 
indicate that revenues will increase to Rls 76.2 billion, 
from Rls 64.8 billion in 1959-60, and that expendi- 
tures will rise to Rls 81.1 billion, from Rls 66.3 bil- 
lion in the earlier year. Thus, an increase in the 
deficit is estimated, from Rls 1.5 billion to Rls 4.8 bil- 
lion. As in the past, the deficits are mainly in the 
Plan Organization budget and are financed to a large 
extent by external loans. 

The higher revenue is expected to result from im- 
proved tax collection and higher customs and excise 
taxes on alcoholic and soft drinks, gasoline, and diesel 
fuel. The increase in expenditures is due largely to 
increased government salaries and higher allocations 
for the Ministry of Defense. A large part of the 
increase in both expenditures and revenues is attrib- 
uted to expanded operations of government enter- 
prises. 

The Budget Act specifies that for 1960-61 the Plan 
Organization is to receive 55 per cent of the royalties 
from the oil consortium, the National Oil Company 
of Iran is to receive $20 million, and the remainder 
of the oil royalties is to be at the disposal of the 
Ministry of Finance. Last year, the budget allowed 
for receipts by the Plan Organization of 60 per cent of 
the oil royalties, with a minimum of $130 million, and 
of $20 million by the Oil Company. 


Sources: Middle East Economic Digest, London, Eng- 
land, March 4 and June 17, 1960; Tehran 


Economist and Ettéla’at, 


various issues. 


Tehran, Iran, 


Far East 
Savings in India 


Rough estimates indicate that aggregate savings (at 
1948-49 prices) in India declined from Rs 6.07 bil- 
lion, or 6.9 per cent of national income, in 1950-51 
to Rs 4.59 billion, or 5.1 per cent of national income, 
in 1951-52; that subsequently they increased each 
year, except in 1953-54; and that by 1956-57 they 
amounted to Rs 9.50 billion, or 8.6 per cent of national 
1957-58, they declined to 
Rs 7.53 billion, or 7.0 per cent of national income. 
For the eight-year period 1950-51 to 1957-58, the 
average savings-income ratio was 6.8 per cent, and the 
average annual rate of growth of savings was 3.3 per 
cent; during the seven-year period 1951-52 to 1957-58, 
the average and the marginal savings-income ratios 
were 6.7 per cent and 7.4 per cent, respectively. 


income. In however, 
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During the period 1950-51 to 1957-58, about 83 
per cent of total savings were by the household sector, 
which includes noncorporate business (urban, 55 per 
cent; rural, 28 per cent), about 11 per cent by the 
government sector, and 6 per cent by the corporate 
sector. Savings in the form of physical assets formed 
about 66 per cent of the household sector’s total; 
provident (i.e., pension) funds accounted for about 
10 per cent, currency holdings for 8 per cent, net 
claims on government for about 6 per cent, gold for 
about 4 per cent, insurance policies for about 3 per 
cent, corporate securities, including shares, for 3 
per cent, and net bank deposits for only 0.1 per cent. 

The decline in aggregate savings and in the savings- 
income ratio in 1957-58 may be explained in part by 
the fairly long gestation period of the Second Plan’s 
mvestment program, the sustained rise in food prices, 
and the Government’s tax policy, especially in respect 
of excise duties. As a consequence, there was a fall in 
the savings of the corporate and urban household 
sectors; at the same time, savings of the rural house- 
hold sector were affected by the decline in agricultural 
production. Although the savings of the government 
sector increased in 1957-58, the rise was too small to 
offset the sharp decline in the savings of the other 
sectors. 


Source: Reserve Bank of India, Bulletin, Bombay, 


India, March 1960. 


Ceylon’s Trade Surplus 

Ceylon had a trade surplus of Rs 15 million (US$3 
million) in the first quarter of 1960, in contrast to a 
deficit of Rs 40 million ($8 million) in the same period 
last year. The volume of rubber exports increased by 
more than 55 per cent, and the price by more than 
30 per cent. For tea exports also, both the volume 
and the price rose—the volume by nearly 18 per cent 
and the price by 1.2 per cent. The volume of exports 
of coconut products, however, fell by 31 per cent, but 
their prices were about 10 per cent higher than in the 
first three months of last year. Import prices during 
the period were about 3 per cent higher than in the 
first quarter of 1959. 


Source: Ceylon News, Colombo, Ceylon, June 9, 1960. 


industrial Promotion in Thailand 

Thailand has added 15 industries to the list of indus- 
tries that will be given protection and other privileges 
under the revised version of the 1954 Industrial Pro- 
motion Act (see this News Survey, Vol. XI, pp. 250 
and 298). The 15 industries are those producing 
printing ink, volatile oils, barbed wire, bolts and nuts, 
nails, water pumps, power-generating engines, elec- 
trical wire, cycles, machine-made leather footwear, 
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fountain pens, pencils, buttons, agricultural equipment, 

and machine tools. 

Source: Bank of Thailand, Bulletin, Bangkok, Thai- 
land, April 1960. 


Industrial Development Cenfer of Viel-Nam 

Since February 1958, when the Industrial Develop- 
ment Center in Viet-Nam began operations, it has 
lent a total of VN$149 million to 23 private firms and 
has subscribed VN$124 million to the capital of 7 
firms. The working capital of the Center consists of a 
government loan of VN$200 million and U.S. aid 
credits totaling US$1.5 million and VN$50 million. 
Loans granted by the Center are mostly long-term 
loans arranged through commercial banks. 

Its program for 1960 includes financing the mod- 
ernization and expansion of enterprises already exist- 
ing, and the creation of new enterprises. It is also 
studying the establishment of a consulting engineer 
department for the guidance and training of techni- 
cians for private industry, and of a research depart- 
ment to study productivity in order to improve the 
quality and quantity of local products and increase 
their competitiveness with imported goods. In 1960, 
it will actively promote the creation of branches where 
government-owned stocks in private enterprises will 
be on sale to private individuals. 

Source: L’Information du Viet-Nam Economique et 
Financiére, Saigon, Viet-Nam, May 5, 1960. 


United States and Canada 
U.S. Discount Rate 


The discount rate of the Federal Reserve Bank of 
Boston was reduced on June 13 from 4 per cent to 
3% per cent. Reductions to 3% per cent had pre- 
viously been announced for the other 11 Reserve 
Banks, the first reductions—those for the Reserve 
Banks of Philadelphia and San Francisco—becoming 
effective on June 3 (see this News Survey, Vol. XII, 
p. 386). 

Source: The Wall Street Journal, New York, N.Y., 
June 14, 1960. 


DLF Guarantee Agreement 

The Managing Director of the U.S. Development 
Loan Fund (DLF) announced on June 15 the signing 
in Liberia of an agreement with the Bank of Monrovia, 
under which $1 million in loans to private industry for 
developmental projects will be guaranteed. Although 
the guarantee assures collection of any loan which is 
covered, maximum liability of the DLF at any one 
time is equal roughly to 50 per cent of the outstand- 
ing balance of all loans covered by the guarantee. 
The Bank of Monrovia is a wholly owned affiliate of 
the First National City Bank of New York. 
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The Bank of Monrovia, the leading commercial 
bank of Liberia, has agreed to undertake a program, 
using its own resources and experienced personnel, to 
meet the need of small entrepreneurs in Liberia for 
longer-term credit to support the growth of local indus- 
try. The loans made under this program will be of a 
nature not ordinarily made by commercial banks. They 
will be made for many different types of small indus- 
tries, such as trucking and transportation, clothing 
manufacture, cocoa production, lumbering, repair and 
maintenance shops, rice milling, and rubber produc- 
tion. The maturity of loans will vary according to 
the nature of the project, the period required for 
construction, and the estimated earnings during the 
early years as contrasted with the potential in later 
years. Borrowers will provide part of the total capital 
required for their projects. The potentialities of the 
project, and the initiative and ability of the borrower, 
will be considered in approving each loan. The Bank 
of Monrovia will maintain continuing supervision over 
the use of loan proceeds and will provide advice to 
borrowers as needed. 


The Managing Director stated that the DLF is 
interested in providing credit facilities for small private 
borrowers in underdeveloped areas but that it cannot 
do so directly because of the administrative difficulties 
involved. Through the use of a guarantee like that 
agreed with the Bank of Monrovia, such credit facili- 
ties will be provided by an established credit institu- 
tion with experienced personnel. Any loans made by 
the Bank of Monrovia in amounts of more than 
$100,000 will require prior approval by the DLF. 
Most of the loans are expected to range between 
$10,000 and $50,000. The DLF will maintain close 
consultation with the Bank of Monrovia officials, and 
the Bank will provide the DLF with quarterly reports 


on operations and progress under the guarantee 
arrangement. 


This is the first time that a U.S. Government agency 
has established a relationship of this nature with a 


private commercial bank. The guarantee itself is 
unique. Under its terms, the DLF guarantees collec- 
tion by the Bank, after an 18-month collection period, 
of all amounts owing as principal, or interest accrued 
after default, on any loan subject to the guarantee. 
The maximum amount which the DLF is required to 
pay out under the agreement, however, is limited by 
a formula to approximately one half of the amounts 
outstanding on all guaranteed loans. The Bank must 
pay an annual fee of 2 per cent per annum on the 
liability of the DLF under the guarantee. 
Source: Development Loan Fund, Press 
Washington, D.C., June 15, 1960. 


Release, 


Canadian Balance of Payments 

Canada’s balance of payments deficit on account of 
goods and services amounted to Can$318 million in 
the first quarter of 1960, considerably below the deficit 
of Can$415 million in the first quarter of last year. 
The change resulted from a smaller trade deficit, as 
exports rose more than imports. Exports were 21 per 
cent above the low amount reported for the first 
quarter of 1959. Metals and forest products accounted 
for most of the gain, with particularly large increases 
in shipments of steel, copper, nickel, and aluminum. 
Exports by countries show that the sharpest relative 
increase was in exports to overseas countries. The 9 
per cent rise in imports was widely distributed both 
as to countries of origin and as to commodity com- 
position. Imports of automobiles again increased sub- 
stantially, and imports of industrial materials’ and 
machinery and equipment also exceeded those in the 
first three months of 1959. 

The net long-term capital inflow in the first quarter 
of this year amounted to Can$380 million, about 20 
per cent greater than the deficit on goods and services 
account. In the first quarter of last year, the long- 
term inflow was equivalent to only about two thirds 
of the goods and services deficit. Direct investment in 
January-March 1960, tentatively placed at Can$175 
million, was more than double that a year earlier and 
nearly 50 per cent larger than during the previous 
first-quarter peak in 1956. Investments in the petro- 
leum and natural gas industry and in mining accounted 
for about two thirds of the total, and manufacturing 
for about one fourth. Included in each of these groups 
were some inflows for the acquisition of existing 
investments from Canadian residents. Transactions 
in Canadian securities resulted in an inflow of 
Can$200 million, about the same as in the first quar- 
ter of 1959. Sales of new issues of provincial govern- 
ments fell sharply, but sales of new municipal issues 
rose to the highest point in many years. New issues 
of corporate bonds and debentures were the highest 
since the second quarter of 1958; nearly half repre- 
sented issues of companies engaged in the financing 
of consumer durable goods. 

Short-term capital movements in the first quarter 
of 1960 were, on balance, outward, in contrast to 
inward movements in excess of Can$100 million in 
similar periods from 1956 to 1959. A _ substantial 
part of the early 1960 outflow reflected net repay- 
ment of short-term and long-term debt by Canadian 
corporations. 


Source: Dominion Bureau of Statistics, Quarterly 
Estimates of the Canadian Balance of Inter- 
national Payments, First Quarter 1960, 
Ottawa, Canada. 
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Other Countries 


Credit Policy in New Zealand 

The effects of high liquidity and a substantial credit 
squeeze have combined to give the New Zealand 
trading banks a record amount of available funds. 
Deposits with the five trading banks reached a new 
high of £NZ 365.5 million (US$1,023 million) by 
mid-June, while borrowing fell to £NZ 177 million 
($496 million). Compared with the position a year 
earlier, this was a rise of £NZ 53 million in deposits 
with no significant change in advances. 

Since the reserve ratio requirements were relaxed 
in March to allow for seasonal payments of income 
tax (see this News Survey, Vol. XII, p. 340), the 
Reserve Bank of New Zealand has been applying 
pressure steadily on the trading banks. During April, 
the demand liability ratio was increased from 22 per 
cent to 29 per cent; and as of May 23 it was raised 
to 32 per cent, one of the highest ratios recorded. As 
a result, it is estimated that some £NZ 72 million of 
the banks’ free money will not be available for lending. 

It is believed that the precautionary measure indi- 
cates the expectation by the Reserve Bank of increased 
inflationary trends resulting from income tax conces- 
sions, the recent rise in the wage rate, higher incomes 
for farmers, anticipated expenditures in the budget 
for the next fiscal year, and a still limited availability 
of consumer goods in spite of import liberalization. 
Source: The Financial London, England, 

June 17, 1960. 


Times, 


Oil Exploitation and Refinery in Tunisia 

An agreement signed by the Tunisian Government 
and the Ente Nationale Idrocarburi (ENI), the Italian 
public corporation in the petroleum and natural gas 
field, provides drilling rights in Southern Tunisia for 


ENI. If oil is found, the Tunisian Government will 
set up with ENI a joint company for exploitation, and 
it will receive a 50 per cent royalty on oil output. In 
fact, therefore, there will be a 75-25 sharing of the 
profits by Tunisia and ENI. The agreement also pro- 
vides that a joint company will construct an oil refinery 
at Skhirra in Southern Tunisia. The port of Skhirra 
is the terminal of a pipeline now under construction 
from Edjeleh in the Sahara. The refinery wiil have a 
capacity of 1 million tons a year, will cost some 
D 0.8 million (US$19 million), and will be completed 
in two years. 

Sources: Le Monde, Paris, France, June 10 and 12-13, 

1960. 


Economic Relations Between Nigeria and Israel 

The Nigerian and Israeli Ministers of Finance have 
discussed preliminary plans for a considerable expan- 
sion of economic relations between their countries, 


after the Federation of Nigeria reaches independence 
on October 1, 1960. Israel will provide capital goods 
and technical assistance under projects discussed by 
the two Ministers. The nature of these projects has 
not been published. In a press conference held in Tel 
Aviv, the Nigerian Minister of Finance stated that 
Nigeria will have to develop its industries so as to be 
able to export finished products rather than raw mate- 
rials, and that for this it requires capital goods, tech- 
nical knowledge, and assistance in training personnel. 


Source: The Financial 
June 16, 1960. 


Times, London, England, 


Foreign Investment Regulations in Guinea 


New regulations on foreign capital investment, pub- 
lished by the Republic of Guinea, permit persons 
wishing to invest capital in projects in Guinea to do 
so either through mixed enterprises undertaken in 
cooperation with the State of Guinea or through pri- 
vate companies registered in Guinea. Only investments 
which will aid the balance of payments will be 
accepted. The Government of Guinea reserves the 
right to buy any private enterprise, or the private part 
of any mixed enterprise, under conditions to be agreed 
between the two parties, in case of vital necessity for 
the Guinean economy. Transfers of income, interest, and 
savings from agreed enterprises will be fixed for each 
year, in relation to the balance of payments position. 

Mining development, insurance companies, air and 
sea transport, and banks are not included in these 
arrangements bvt will be dealt with under separate 
legislation. 

Source: West Africa, 
1960. 


London, England, May 28, 





Corrigendum 


Vol. XII, No. 49, June 17, 1960, page 395, item 
“Banking Trends in Australia”: The first three words 
should be, “High government expenditures.” 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 
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19th and H Streets, N.W. Washington 25, D. C. 








